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Pacific Western Airlines is Canada’s largest independent air carrier. It is also 
the largest Regional Air Carrier; — the second largest air cargo carrier, — 
and third largest airline in the country (after only Air Canada — a Canadian 
Government Crown corporation, — and CP Air — a subsidiary of the Canadian 
Pacific Railway Company). 


Pacific Western started operations at Fort St. James in the Interior of British 
Columbia in 1945 as little more than a dream; —a dream of providing a useful 
and well-managed air service which would then attract customers. Starting in 
the air charter business with a single leased Beech bi-plane, the Company has 
since achieved operational success and stature in every phase of air trans- 
portation: on scheduled and chartered flights; over regional, national and inter- 
national routes; carrying both passengers and freight. 


Today, in terms of our size, our modern fleet — many of them jet aircraft — 
and our broad range of services, Pacific Western has left its earlier pioneering 
days behind — but we still accept challenge. We look constantly for means of 
finding a low-cost, effective solution to transportation needs. We do it with 
people — our people. Our personnel have made us what we are. They are 
encouraged, however, to deal positively — to recommend to us services that 
will be useful to the user; and therefore to the mutual benefit of all. On this 
basis we look forward to an expanding future for air transportation — and our 


part in it. WEG 2 oo 


R. H. Laidman, President 


More than 20 years ago—a Junkers W33... 


UP UNTIL NOW 


The growth and development of Pacific Western Airlines is a story of individual 
enterprise and initiative — the type of story that is becoming increasingly rare 
in our modern society. The company began operation in the northern mountain 
country of British Columbia — one of the most challenging flying areas in the 
world. Its first name, Central British Columbia Airways Limited, had a larger 
wingspan than its first aircraft, a leased Beech bi-plane. 


Flying principally for the B.C. Forest Service, the company rapidly acquired a 
reputation for flying know-how, dependability and ingenuity. 


Flying skill and knowledge of the B.C. terrain earned the airline an important 
contract in 1949 for air surveys which paved the way for the giant aluminum 
and power complex at Kitimat and Kemano. During the long development of 
this Alcan project, the company handled 95% of its air traffic and became 
specialists in the handling of heavy industrial freight by air. 
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to a present day Boeing 7/07 


That same year, 1949, the company bought out Kamloops Air Services and 
embarked on a program of expansion that was to see the eventual acquisition 
of Skeena Air Transport, Associated Air Taxi (Vancouver), Whitehorse Flying 
Services, Queen Charlotte Airlines, and Associated Airways (Edmonton and 
north). Each contributed importantly to the company’s resources of manpower 
and equipment, and to the scope of its operations. 


The name Pacific Western Airlines Ltd. was adopted in 1953. This was the 
beginning of an important period in many ways. It saw the airline take its 
first tentative steps into scheduled flying; and 1955 brought PWA a vital 
contract for DEW line construction flying. 


The all-important breakthrough in scheduled flying came in 1959. In the largest 
single transfer of scheduled services in Canadian aviation history, Pacific 
Western took over Canadian Pacific Air Lines’ routes from Edmonton, Alberta, 
to 18 northern points. With this addition to its regular routes, the company 


became licensed to fly regular services over some 7,000 unduplicated route 
miles throughout Western and Northern Canada. 


Since then, PWA has continued to explore and expand new services. One of 
the most successful has been the unique Calgary-Edmonton ‘Chieftain’ AirBus 
urated in 1963 — Canada’s first and only AirBus service, now carrying as 
as 1,000 passengers between the two points on a peak day. 


many 


Then in 1964, when additional domestic licences could not be anticipated until 

a long-promised regional air policy was formulated and announced, Pacific 

Western pioneered the first Canadian Inclusive Tour charter operation from 

Vancouver to Grand Cayman Island — a series of ten trips. Later in the year, 
entered the international group charter field flying principally across the 
lantic to the United Kingdom. 


anwhile, in anticipation of the eventual implementation of a Regional Air 
slicy, which would undoubtedly contain a prerequisite to dispose of smaller 


aircraft charter operations to tertiary carriers, such a program was undertaken 
by the Company. By early 1968, only large multi-engined aircraft were being 
employed. 


In 1966, Pacific Western joined the jet-age by placing orders for seven jet-prop 
and pure jet aircraft, valued at more than $32,000,000, for delivery in 1967 
through 1969. Since then a Boeing 707, a second Hercules and a third Boeing 
737 have been delivered or ordered. Shortly after, a Regional Air Policy for 
Canada was announced. 


Finally, in 1968, a new licence was granted to serve Vancouver, Kamloops and 
Calgary; and in early 1969, PWA was licensed to serve Vancouver, Kelowna, 
Penticton, Cranbrook and Calgary — as well as Sandspit, Prince Rupert and 
Prince George. These then, were the first stages of the new Canadian Air Policy 
— significantly, a policy closely paralleling some of the earlier transfers of 
licences (with Government approval) pioneered by the late Russ Baker, founder 


and early President of PWA, and the late Grant McConachie of Canadian Pacific 
Air Lines. 


NOW 


Pacific Western Airlines now operates scheduled services over more than 11,000 
licensed route miles in British Columbia, Alberta, Saskatchewan and the North- 
west Territories. To some of the 30 airports served, we provide the only regular 
transportation available. These airports in turn directly serve more than 45 
communities in western Canada, and through connecting services at major 
stations, PWA becomes the ‘mainline’ carrier for several dozen additional 
destinations. 


We, in turn, connect at Vancouver, Calgary and Edmonton with trans-continental 
and international flights, and through well-established interline arrangements, 
can ticket and make reservations for a passenger from Inuvik to Istanbul, — 
Cranbrook to Copenhagen, — or Dawson Creek to Djakarta. 


Of course, if enough members of a group or organization get together, they 
can charter our 153 passenger Boeing 707 fan-jet to fly direct to Istanbul, 
or Copenhagen, or Djakarta. During 1969, more than 35,000 passengers will 
fly PWA International charter from western Canada to Europe, Mexico, Hawaii 
and on one late year charter already booked — around the world! 


The only commercial Hercules’ operations in Canada have brought a new 
dimension to air freighting. We call it the ‘freight shaped airplane’ because 
of its large rectangularly shaped fuselage, with full size rear loading doors and 
ramp, — and a capacity for 48,000 pounds of cargo. As well as providing 
additional capacity for the annual ‘spring airlift’ to northern communities 
pioneered by PWA, and serving the rapidly expanding oil and mining develop- 
ments in northern Canada, the first Hercules has operated in 48 other countries 
of the world. It has carried such diverse cargo as bullion from London to the 
Far East, oil well equipment in the Middle East, grapes from Nicosia to 
London, and sheep from Finland to Canada. 


The aircraft fleet in Spring 1969 includes the Boeing 707, 2 Boeing 737’s, 
4 Convair 640’s, 2 Lockheed Hercules, 5 Douglas DC-6 series aircraft, 2 Douglas 
DC-4’s and 2 remaining Douglas DC-3’s — with all scheduled passenger services 
yperated by pressurized aircraft. Boeing 737’s — the newest jet airliner in 
service — are bringing modern jet-age comfort, speed and reliability to western 
and northern communities of a style comparable to that enjoyed anywhere. 


THE PEOPLE 


Airplanes, modern and up-to-date as they may be, are inanimate (although some 
pilots may disagree) vehicles of transportation. People are involved in making 
them useful vehicles for passengers and goods on the move. At Pacific Western, 
there will be almost 1,000 personnel employed by mid-1969 — not to mention the 
sImost 2,000 shareholders, mostly resident in western Canada, who have also 
shown their faith in this Company’s future. 


Obvious are the salesmen, counter agents, and in-flight attendants — steward- 
esses, stewards and pursers — who meet face-to-face with our clients. Not so 
obvious, perhaps, are the flight crews who fly the aircraft — the reservations per- 
sonnel who are a voice on the other end of the telephone, but sales people 
nevertheless, the ramp crews who load and unload the aircraft — get them out 
on time and marshall them in to their allotted ramp space on return. Or the 
dispatchers who co-ordinate pre-flight planning and weather briefings and con- 
stantly monitor all flights — or the maintenance staff who check the condition 
of all aircraft, and all of their components, on a daily basis. 


Then there are the communications staff, vital in a fast moving industry (PWA 
even staffs and operates some navigational facilities in northern Canada, under 
Government contract — and sometimes we move in and operate Company owned 
navigational aids in support of new scheduled or charter operations). Accountants, 


office staff, and purchasing and stores staff are fundamental — and finally a 
management group is necessary to co-ordinate and to plan ahead. 


Flight kitchens at Vancouver and Edmonton, under exclusive contract to PWA, 
will provide more than 200,000 meals in 1969 — to which will be added 
additional thousands of meals catered for at other locations, mostly in Europe 
— all to rigid quality standards. 


In smaller communities, as a matter of policy, PWA will not normally operate a 
city ticket office where a local businessman — a Travel Agent — is already 
situated. Rather, our staff are maintained on a full-time basis at the airport for 
complete reservations service and flight time handling, instead of wasting 
valuable time travelling between two locations for flight arrivals and departures. 
In some major centres, however, city ticket offices are expected to be provided, 
and they further enhance our service capability. 


Reservations handling and control is vital. Not only for customer service to 
on-line destinations, but for interline connecting services as well. Direct com- 
munications are maintained with all stations from efficient reservations centres 
at Calgary, Edmonton and Vancouver — as well as a tie-in with the ‘interline 
computer’ in Toronto. This provides almost instant confirmation to clients of 
on-going, or in-coming reservations on connecting carriers’ flights. 


Training is important — particularly in an industry undergoing such rapid 
technological change. At Pacific Western, training is a continuing program. 
Classroom training of two to three weeks for new employees is augmented with 
refresher courses, on-the-job training, courses at certain manufacturers’ facilities 
for maintenance, flight and communications personnel, and regular supervisory 
checks. 


Safety is of concern to the traveller, but no less so to us. The Canadian Depart- 
ment of Transport, in the public interest, has set out safety standards for air 
operations that are among the most demanding of any in the world. PWA under- 
takes to meet these standards at all times, and in most situations has set 
standards higher than those required. 


Some sage once said that “Airplanes never get old — they just get obsolete”. 
They don’t get old because standards of maintenance require replacement or 

ymplete overhaul of all aircraft components at pre-determined intervals — 
which are well in advance of any likely failure of the component or part. 


wonder to fly is statistically proven to be the safest way to travel! 


THE FUTURE 


The delivery of PWA's second Boeing 737 on March 12, 1969, second Lockheed 
Hercules by April 1st, and commencement of new domestic services on March 17, 
March 31 and April 27, over additional British Columbia and Alberta routes, 
represent a further major expansion in early 1969. 


New markets are open to us, and an aggressive sales program is planned. New 
techniques in air freighting are constantly being worked out, and very often now 
equipment to be airlifted is being designed and manufactured to fit the 
dimensions of PWA's Hercules. 


For several years, PWA has joined forces with Byers Transport Ltd. in a combined 
truck/air operation which involved trucking of freight to the end of road (usually 
Yellowknife) for furtherance by air on a ‘one contract’ basis. Early in 1969, we 
announced our intention to purchase Edmonton based Byers Transport Ltd., and 
Truckers Terminal Distributing Co. Ltd., subject only to approval by the several 
regulatory authorities involved. These two firms own and operate, primarily in 
northern Alberta and the Northwest Territories, some 200 truck, tractor and 
trailer units, as well as leasing additional driver-owned units for long distance 
highway hauls. 

And after this — well let’s just say we've got a lot of growing to do yet, while 
constantly developing and improving present services wherever possible. 
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WESTERN. 
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In 1968 the Boeing 737 was introduced into service 


President Laidman clears Boeing 737 number 2 with Canada Customs 
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1968 IN BRIEF 


FINANCIAL 


Operating revenue 


Operating expenses before depreciation 
and amortization 


Cash operating income 


Depreciation and amortization of 
introductory costs of ees 


Operating income 
Deferred income taxes 
Net earnings for the year 


Common shareholders’ equity... 


OPERATIONS 


Passengers carried 
Mainline 
International charter-_ 
Domestic charter 


Passenger miles flown 
Mainline 


Cargo ton miles flown 
Mainline 
Domestic charter (excluding Hercules) 
Hercules 


Aircraft miles flown 
Mainline 
International charter 
Domestic charter (excluding Hercules) 
Hercules 


1968 


$ 17,645,149 


15,112,375 
2,532,774 


1,388,581 

1,144,193 
214,200 
284,704_ 

4,919,394 


370,577. 
31,354 | 


19,746 


ae eon 
be7 
95,425,649 
116,503,122 | 
11,047,593" 


3,554,529 
794,534 
5,390,751 


3,190,941 
1,117,204 
1,061,512 


1967 
$ 14,973,881 


12,515,629 
2,458,252 


1,297,851 

1,160,401 
237,000 
317,408 _ 

4,375,227 


364,089 
11,167 


26,699 


——— fate 
y > of 
uo) 
92,909,407 
42,316,740 


26,087,765 


3,647,799 
256,389 
5,847,325 


3,731,926 
669,764 
1,194,303 
563,115 
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TO THE SHAREHOLDERS 


Our report this year is in two parts. It is our intention to use the extra section 
found at the front for the purpose of acquainting new shareholders and customers 
with the scope of your Company's operations, as well as providing current in- 
formation additional to that contained herein. 


FINANCIAL 


Gross revenues of $17,645,000 for the year represent an increase of 18% over 
that of 1967. A modest increase in operating income was offset, however, by 
increased costs of depreciation, amortization of introductory costs and debt 
charges to result in a reduction, before gain on sale of equipment and income 
taxes, of $75,000 in net profit for the year, as compared with 1967. 


While income taxes of only $7,532 are actually payable for the year, your 
Company has decided to charge to earnings the deferred income taxes which 
arise from claiming capital cost allowance for tax purposes in excess of 
depreciation recorded in the accounts, in accordance with a recommendation 
of the Canadian Institute of Chartered Accountants. Accumulated deferred 
taxes to December 31, 1967 have not been recorded in the accounts. However, 
to present a proper comparison of 1967 and 1968 earnings, the 1967 figures 
previously reported have been restated in this report to reflect the applicable 
deferred taxes for that year. 


Reflected in the results for the year was the stimulation of revenue following 
the introduction of modern jet powered aircraft on our international charter 
operations, and domestic routes where existing facilities permitted. Also 
reflected, however, were the associated high introductory costs — notably those 
of amortization, debt charges and training costs. 


While clearly identifiable introductory costs are being deferred, and amortized 
over a five year period as is consistent with industry practice, many associated 
but non-recurring costs were charged to expense for the year. 


Mainline revenues, representing 62% of the total, increased by 6% to 
$10,900,000, while international charter revenues increased from $1,548,000 
in 1967 to $3,747,000 as a result of a full year’s operation of our Boeing 707. 
These increases more than offset the reduction in domestic charter revenues 
of $528,000 largely resulting from the sale in June 1968, of Pacific Western’s 
only remaining small aircraft operation, in the Prince Rupert area, which was 
acquired by Trans-Provincial Air Carriers. 


Long-term debt was reduced during the year by $1,889,000, and equipment 
valued at $1,701,000 was acquired. 


During 1968 holders of $336,000 par value of the Series A convertible deben- 
tures exchanged their bonds for 58,230 common shares of the Company reducing 
this issue from $504,000, outstanding at December 31, 1967, to $168,000 as 
at December 31, 1968. 


Since the prime function of your Company is to provide a service, the acquisition 
of equipment has been arranged on the basis of outright purchase, or by lease, 
as dictated at the time of acquisition by our cash position — or cash available 
to us, and taking into account tax considerations. 


OPERATIONS 


The year 1968 saw a full year’s operation of the six turbine powered aircraft 
introduced during 1967: 4 Convair 640 and the Lockheed L382B Hercules jet- 
props, and the Boeing 707 fan-jet aircraft. Finally, introduction of the first 
Boeing 737 twin-jet into regular service coincided with inaugural of the ‘Stam- 
peder Service’ between Vancouver, Kamloops and Calgary on December 17, 
1968. Our second Boeing 737 was delivered on March 12, 1969. 


The training of air crew, maintenance and passenger and customer service 
personnel, while maintaining day-to-day operations, imposed a tremendous 
burden on the Company in 1968. The fact that our people are flying, maintaining 


and selling all our new equipment and services, with no disruptions or delay, 
is a tribute to management and supervisory personnel. 


The extra section at the front of this report sets out with words and pictures 
the current operations of your Company in some further detail. 


MARKETING 


The new challenges facing Pacific Western have brought about a re-organization 
of the passenger Sales and Traffic department designed to integrate and co- 
ordinate all the functions of direct selling, advertising, passenger handling 
and reservations, ramp services, passenger and in-flight services and operational 
planning of equipment deployment and utilization. 


Additionally, with increased capability and rapidly increasing demand, the 
functions of selling and handling air cargo now form a separate department, 
although close liaison is maintained with the Sales and Traffic department. 


PERSONNEL 


Our personnel have again demonstrated their resourcefulness and diligence 


in successfully carrying on the equipment transition begun in 1967, as well 
as undertaking new operations during the year under review. 


Personnel relations are generally excellent, partly because of a continuing two- 
way communication. Of the three agreements due to expire in 1968, two were 
renewed before the expiration date, while the third was still under discussion 
at year end. 

We would like to record here our appreciation for the co-operation and support 
of all our personnel throughout the year. 


1969 AND BEYOND 


Following licensing of a new route from Vancouver to Kamloops and Calgary 
in November last, authority was received in January 1969 to provide Class | 


scheduled service linking Vancouver, Kelowna, Penticton, Cranbrook and Calgary. 
This route is presently operated by CP Air who will withdraw therefrom when 
this transfer of services takes place on April 27, 1969. Pacific Western was 
also authorized to extend its coastal services beyond Port Hardy to Sandspit 
(which point CP Air will vacate) and Prince Rupert. Authorized as well was a 
new service between Prince-Rupert and Prince George which will connect with 
existing services to Dawson Creek and Edmonton. 


The second Boeing 737 will go into service on the southern B.C. routes, on the 
Chieftain AirBus, and from Vancouver to Port Hardy, Sandspit and Prince Rupert. 
A DC-6A/B aircraft was leased in February 1969, to meet the increased charter 
and freight requirement in the north, and a second Hercules is to be delivered 
in late March or early April under the terms of a one-year lease which may be 
extended at the option of the Company. 


On February 7, 1969 your Company announced that agreement had been reached 
for the purchase’ by Pacific Western of Edmonton-based Byers Transport Ltd., 
and Truckers Terminal Distributing Co. Ltd. subject to approval by the several 
regulatory authorities involved. The two firms own and operate, primarily in 
northern Alberta and the Northwest Territories, some 200 units (trucks, tractors 
and trailers) as well as leasing additional driver-owned units for long distance 
highway hauls. Pacific Western and Byers have worked together for several 
years on the combined truck/air concept that has resulted in the annual spring 
airlift from the end of road at Yellowknife to far north points. This new associa- 
tion will ensure your Company's continued leadership in the truck/air method 
of providing shippers with ‘one contract’ minimal cost freight transportation. 


The ‘jet-factor’ of traffic generation directly related to the appeal of modern 
jet aircraft is no myth. All other factors being equal — except for replacing 
two round trips a day with Boeing 737 service — the Chieftain AirBus set an 
all-time monthly record in January 1969, of 17,688 passengers; — and PWA 
alone is carrying more Vancouver-Kamloops air traffic than ever before (accord- 
ing to available statistics), while CP Air is presumably continuing to carry 


its share of this traffic until they vacate the Kamloops’ service in favour of 
your Company on April 27. 


The Regional Air Policy which your Company has propounded for so long, and 
which was officially announced in late 1966, has finally come to its initial 
fruition with the re-organization of British Columbia air services presently 
underway. Not all the points and services your Company applied for were granted 
(some points were licensed to a small tertiary carrier under Class 2 authority — 
which will provide community services to intermediate points with connections 
to our mainline services at several points), and certain restrictions were placed 
on other services which limit competitive possibilities. 


On balance, the additional 3,931 scheduled service route miles, which will 
increase total licensed route miles on Pacific Western’s domestic services to 
almost 11,000, will prove beneficial and will produce substantially increased 
revenues, 


An extremely important feature of these new routes is that now our two main 
operational bases of Vancouver and Edmonton are joined together with on-line 
services which will result in economies of operation in several areas, allow 
consolidation of some departmental staffs presently duplicated, and will help 
to improve overall efficiency. 


It must be noted, however, that the two-stop restrictions placed on Pacific 
Western by the Air Transport Committee decisions, which preclude effective 
competition on the coast with CP Air's remaining non-stop services to Prince 
Rupert, and the unlimited competition authorized to B.C. Air Lines on the 
Okanagan route —where no competition existed before, will provide some 
dilution of revenues that might not otherwise have been anticipated. Neverthe- 
less, your Company is confident that, with concerted efforts in marketing and in 
improving service, the new routes will contribute to future profits. 


Mr. T. P. Fox, who joined the Board of Directors of your Company in 1961, 
retired from the Board in July of 1968. Mr. Fox was a pioneer in commercial 
aviation in the north, and his knowledge of this important area of operation 
was of great service. 


We wish to record here our appreciation for his contribution and his many years 
of interest in the growth of Pacific Western. 


The year 1969 will produce continued expansion and growth and will be attended 
with increased costs, some of which will be non-recurring. As a result, while 
we can confidently anticipate a profitable year for 1969, the real return will be 
in establishment of a greatly expanded capability, staffed with experience, 
for future greater profitability. 


Respectfully submitted, 


LOE 


B. C. Samis, Chairman of the Board 


JE Goa 


R. H. Laidman, President 
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PACIFIC WESTERS AIRLINES LTD. and Subsidiary Companies 


CONSOLIDATED STATEMENT OF EARNINGS 
Year ended December 31, 1968 (with comparative figures for 1967 — Note 7) 
Operating revenues: 


Operating expenses: 
Flying operations 
Maintenance 
Aircraft and traffic servicing 
Passenger service 
Selling and advertising 
General and administrative 


Operating income before depreciation and amortization 


Depreciation (Note 2) 
Amortization of introductory costs (Note 3) 


Operating income 
Other charges (income) net: 


Interest on long-term debt 

Other interest % 

Amortization of financing expenses __ 
Interest income 

Interest capitalized 


Earnings before income taxes 

Deferred income taxes (Note 7) 
Earnings before gain on sale of equipment 

Gain on sale of equipment, net of income taxes thereon (Note 7) 
Net earnings for the year 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
Year ended December 31, 1968 (with comparative figures for 1967 — Note 7) 


Balance at beginning of year 

Net earnings for the year 

Adjustment for deferred income taxes: 
Prior years 
Not recorded in the accounts (Note 7) 


Deduct dividends paid: 


First preferred shares 
Second preferred shares 


Balance at end of year... 


See accompanying notes to consolidated financial statements. 


Subject to the accompanying report of Peat, Marwick, Mitchell & Co., 
Chartered Accountants, dated March 1, 1969. 


1968 
$ 8,780,926 


"17,645,149, 


5,533,493 
3,140,891 
2,857,568 
1,059,315 
1,138,272 
1,382,836 


15,112,375XK 


1967 


8,420,289 
1,570,501 
653,390 
4,289,442 
40,259 


“14,973,881 


4,321,195 
2,937,806 
2,724,411 
777,654 
650,744 
1,103,819 


12,515,629 


2,532,774 


1,183,888 
204,693 


2,458,252 


1,167,645 
130,206 


1,388,581 
1,144,193 


(123,972) 


_ 1,297,851 


1,160,401 


770,219 
7,497 
37,964 
(118,626) 


755,547 


388,646 
214,200 
174,446 
110,258 


697,054 


463,347 


237,000 


226,347 
91,061 


\$__ 284,704 f 


1968 
$ 3,272,734 
284,704 


(13,000) 
3,544,438 


55,500 
8,037 


63,537 
$ 3,480,901 


317,408 J 
a 


1967 


2,696,853 
317,408 


325,000 
3,339,261 


57,740 


8,787 


66,527 


3,272,734 


and insurance 


WHERE REVENUE DOLLAR CAME FROM: 


Mainline 
— passenger 


Mainline . 10% Hercules 
— cargo ae — cargo 
and mail 


Domestic charter 


International charter 
excluding Hercules 


— passengers 


AND WENT TO: 


Earnings and 
deferred income 
taxes retained 
in business 2% 


Salaries 


Depreciation, 
amortization, 


h ices 
interest (net) Other servi 


and supplies 
purchased 


Aviation fuel 
Overhauls and parts 


PACIFIC WESTERST AIRLINES LTD. and Subsidiary Companies 


CONSOLIDATED BALANCE SHEET 
December 31, 1968 (with comparative figures for 1967) 


ASSETS 

Current assets: 

Cash and bank deposit receipts... pee et ee eae Re ee ee ee oe ees 
Accounts ineceiVablezes= aes ee eee 
Refundable deposits on new equipment 
Current portiontofiNorthward (Aviation tole cle be ities 5 cis ieee seem we nena nn rE 
Inventory of parts, materials and supplies, at the lower of cost or net realizable value ee 
Prepaidsinstinamcesantd) sortie tare x Pe mS eS eee reer nee aurea pee ee ee en cu oe LT We) 


Totallicurrentivassetse soe a ESS Ae ee Oe ELE ed SS ne ee 


Other assets: 
Investment in Northward Aviation Ltd.: 
Sharesx ab \CcOSE S22 eee a EG ee eres gE gE SOLS ere ee REEE SSO, ee SO ee 
7% debentures; lessamoumtsdue swith ity Omel yee reese see ee cre ee ere ee eee 


Rental deposits on leased) flight equipment and accrued interest. 2) ee 
Sundry, at Cost pe RN! ed ee ee EN ert at A MOND SEUSS CoE). An ORE A eee a Ds CV Sant B eee Past (SL ' 


Property and equipment, at cost, less depreciation (Note 2): 
E Lisgstrt Fe gust rye ra 2 Se a ee ee ee en ee oe ee el ee ee 


Buildings on leased land and ground facilities... == 


Less accumulated depreciation and provision for overhauls... Bw en ee Ree 3 


Deposits on purchase of flight equipment 


Deferred charges, less amortization: 
Introductory costs of new aircraft and services (Note 3) 
Debt financing expenses 


Excess of cost of investments in subsidiary companies over their net book value at time of 
acquisition and goodwill 


See accompanying notes to consolidated financial statements. 


Subject to the accompanying report of Peat, Marwick, Mitchell & Co., 
Chartered Accountants, dated March 1, 1969. 


1968 


$ 1,256,376 
1,332,856 
1,425,738 

130,000 
738,053 
368,200 


5,251,223 


100,000 
51,000 


151,000 


1,285,492 
5,000 


1,441,492 


15,572,170 
2,094,710 


17,666,880 


5,263,777 


12,403,103 


394,350 


12,797,453 


1,524,816 
217,991 


"1,742,807 


1,107,707 


$22,340,682 


1967 


1,048,591 
1,368,275 
95,000 
661,779 
305,611 


3,479,256 


100,000 
165,000 


265,000 


980,635 
38,370 


1,284,005 


15,801,666 
1,678,102 


17,479,768 


4,726,855 


12,752,913 
665,597 


13,418,510 


802,854 
268,890 


1,071,744 


1,173,807 


20,427,322 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Current liabilities: 
Bank indebtedness, including demand loan $50,000, secured by a general assignment 


OAC COUMUSM ECE Val |e eet meet Ou ite Ne Pe Toh it NL 2 aah on MERI DOG (OEE vee de ose 
AGEOUNtSEpaVablerandcaCChUed| expe ii SeS cesses memes se ee en ee eee ee ee ee 
Payments on long-term debt due within one year (Note 4) Acne ee en a Ss ee Ss Pa OSE 


Motalmclirrentanl tab TtleS iw seweeoek eae ae eek RE Se SS AL ee A en ee ee 


Overhaul provision onraircraftaunderstong-terim |GaSe ee eee 
Long-term debt, less amount included in current liabilities (Note 4)... = 
Deferredmincomestaxess( NO te my) meseeeteneveeneerne eee me coon eee ee She Ad ne Sands © i Oe eee 


Shareholders’ equity (Notes 4, 5 and 6): 


SUEIG@ tee) shG| Esse tee al ee ee ee ee ee a ee 
Retainedseanitnesr Petmaccon pamy lin eacsitel te nine in ees ee eee ere me UU 


otalmshiarehGlGensuee ciel tyme sme koees meee eee ee) Se ee ee ee Pe ee 


Commitments (Note 9). 


Approved on behalf of the Board: 


B. C. SAMIS, Director 


R. H. LAIDMAN, Director 


1968 


$ 478,180 


3,325,609 
1,353,945 


5,157,734 


187,576 
10,756,528 
260,500 


2,497,443 
3,480,901 


5,978,344 


$22,340,682 


1967 


2,280,396 


1,154,633 


3,435,029 


46,287 
11,511,829 


2,161,443 
3,272,734 


5,434,177 


20,427,322 


WHERE FUNDS CAME FROM: 


Operations ee Other 2% 


| Refund of deposits 
on equipment, net 


Sale of 
equipment 


Bank term loan 
Long-term debt 


AND WENT TO: 


Purchase 
of equipment Increase in working 
capital 1% 
Rental deposit 
on leased 
aircraft 


Introductory costs 
of new aircraft 


Reduction and services 


of long-term 
debt 


PACIFIC WESTER] AIRLINES LTD. and Subsidiary Companies 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


Year ended December 31, 1968 (with comparative figures for 1967 — Note 7) 


Funds provided by: 
Operations: 
Net earnings: forthe! vez ree er ec ee eee me 


Add charges (net) not requiring cash expenditure: 
Depreciation and amortization 


Increase in provision for overhauls 
Gain on sale of equipment, net of income taxes. 
Deferred income taxes 


Funds provided by operations 


Bank term loan 

Sale of equipment 

Refund of deposits on equipment, net 

Issue of Sinking Fund Debentures less costs of issue. 


Funds applied to: 
Purchase of equipment 
Less amount financed through long-term debt 


Reduction of long-term debt (not including reduction of $336,000; 
$706,000 in 1967 on conversion of debentures into common shares) 


Introductory costs of new aircraft and services 
Rental deposit on leased aircraft 
Dividends on preferred shares 


Total funds applied 


Increase (decrease) in working capital 


Working capital at beginning of year 


Working: capitalat:endiof: yea reser ee ee ee ees 


See accompanying notes to consolidated financial statements. 


Subject to the accompanying report of Peat, Marwick, Mitchell & Co., 
Chartered Accountants, dated March 1, 1969. 


1968 


$ 284,704 


1,439,480 

316,367 
(110,258) 

214,200 
(90,812) 


2,053,681 
1,000,000 


909,305 
271,247 


147,370 


4,381,603 


1,701,344 
470,000 


1,231,344 


1,889,300 
926,655 
221,505 

63,537 


4,332,341 


1967 


317,408 


1,335,815 
398,218 
(91,061) 
237,000 
(13,698) 


2,183,682 


466,461 


3,307,854 
23,630 


5,981,627 


6,949,229 
4,552,700 


2,396,529 


2,641,488 
844,237 
966,937 

66,527 


6,915,718 


(934,091) 
978,318 


93,489 


44,227 


PROGRESS 1964/1968 (Yearly totals as at December 31) 


REVENUE PASSENGERS CARRIED CARGO TON MILES CHIEFTAIN AIRBUS 
millions of dollars hundreds of thousands millions thousands of passengers 


134 
98 
69 
| 


1964 1965 1966 1967 1968 1964 1965 1966 1967 1968 1964 1965 1966 1967 1968 1964 1965 1966 1967 


i Mainline aa Mainline | Mainline 
ie Charter a International Charter ee Charter (excluding Hercules) 
S| Domestic Charter Res Hercules 


PACIFIC WESTERST AIRLINES LTD. and Subsidiary Companies 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS December 31, 1968 


1. Conversion of foreign currencies: through 1981 and the balance in 


Current assets and current liabilities in U.S. funds have been converted into 
Canadian dollars at the rate of exchange in effect at December 31, 1968. 
Long-term debt payable in U.S. funds, other than the amount due within one 
year, has been converted at rates prevailing at the time the debt was incurred. 


. Property and equipment: 

Flight equipment, with the exception of the renewable portion of aircraft 
engines, is depreciated on a straight-line basis at varying rates dependent 
upon its estimated useful life, with appropriate provision for residual values. 
As a result of a review during the year of the estimated life of Convair 640 
and Lockheed Hercules aircraft, depreciation charged against earnings was 
approximately $200,000 less than it would have been if 1967 depreciation 
rates had been employed. The provision for the renewable portion of aircraft 
engines is made through an overhaul charge based on the number of hours 
operated multiplied by an hourly overhaul cost. Ground property and equip- 
ment is depreciated on a straight-line basis at varying rates dependent upon 
the estimated useful life of the assets included therein. 


. Introductory costs of new aircraft and services: 

In addition to the costs which were deferred at December 31, 1967, the 
initial training costs of Boeing 707 and Boeing 737 flight crews, pre-operating 
costs of the Boeing 737 and pre-operating costs of the Stampeder Service 
have been deferred. During the year the company re-examined its policy of 
amortizing introductory costs of new aircraft and services, as a result of 
which the period over which these costs are to be written off was extended 
from three years to five years from the commencement of the new service or 
from the date the aircraft were considered operational. Because of this change 
in policy, amortization charges were reduced by $225,000, of which $51,000 
is applicable to 1967. 


. Long-term debt: 
Particulars of long-term debt at December 31, 1968: 
Due within Non- 
Total one year current 
7% Convertible Subordinated Sink- 
ing Fund Debentures Series A due 
April 1, 1976. The sinking fund 
requirements for 1969 through 
1974 and part of 1975 have been 
met by the conversion of deben- 
tures into common shares. The 
balance of the sinking fund re- 
quirements are $43,000 in 1975 
and $125,000 in 1976 $ 168,000 168,000 


7% Convertible Sinking Fund De- 
bentures Series AA due June 1, 
1982; with an annual sinking fund 
requirement of $140,000 in 1969 
through 1971, $280,000 from 1972 


3,500,000 140,000 3,360,000 


Agreements payable for Convair 
640 aircraft and spare parts of 
$3,733,115 U.S. and $790,074 
U.S., secured by 8% debentures. 
Payable in quarterly instalments to 
March 31, 1972 on which date a 
final payment of $2,263,038 U.S. 
will be due 4,907,660 781,493 4,126,167 


Agreements payable for Lockheed 
Hercules aircraft and spare parts 
of $1,619,580 U.S. and $262,920 
U.S., secured by 10% and 6% 
debentures respectively. Payable 
in monthly instalments to May 1974 2,042,512 303,296 1,739,216 


Bank loan, due February 1, 1970, 
secured by a general assignment 
of accounts receivable 1,000,000 1,000,000 


Lease purchase obligations for 
Boeing 737 spare parts. Payable in 
monthly instalments to October 
97 32a ee Caray oe eee eee eee ef 434,645 71,500 363,145 


Other agreements payable in instal- 
ments from January to November 
1969, secured by charges on 
certain specific assets 57,656 57,656 


$12,110,473 1,353,945 10,756,528 


Among other provisions, the trust indentures of the Series A and Series AA 
debentures and the debentures securing the agreements payable for Convair 
640 and Lockheed Hercules aircraft contain restrictions on the payment of 
dividends on the common shares of the company. Under these restrictions 
retained earnings of approximately $325,000 are available for cash dividends 
on common shares, but, no such dividends can be paid unless the working 
capital after the payment of such dividends is at least $750,000. 


. Share capital: 


Particulars of the authorized and issued share capital as of December 31, 
1968 are: 

6% cumulative redeemable sinking fund first preferred shares 

of $10 par value per share. Authorized 100,000 shares; issued 

92,500 shares $ 925,000 
6% cumulative redeemable sinking fund second preferred shares 


of $10 par value per share. Authorized 15,895 shares; issued 
13,395 shares 133,950 


1,058,950 
Common shares of no par value. Authorized 1,500,000 shares; 
issued 877,782, including 58,230 shares issued during the year 
on conversion of $336,000 Series A debentures 1,438,493 


$2,497,443 


The preferred shares, first and second issues, are redeemable at $10.50 per 
share and $10 per share respectively. The terms of issue, as amended, 
provide for an annual sinking fund provision of 30% of the annual consoli- 
dated net earnings (maximum $100,000 save as the directors may determine) 
so long as the consolidated net current assets would not be reduced to less 
than $150,000. 


The terms of issue of the first preferred shares restrict the payment of 
dividends on the second preferred shares or common shares when the 
consolidated working capital is less than $150,000. There is a similar 
restriction under the terms of issue of the second preferred shares relating 
to the payment of dividends on the common shares. 


Dividends on the first and second preferred shares have been paid to 
December 1, 1968. If the company failed to pay in the aggregate four quarterly 
dividends on the first preferred shares, then so long as any dividends 
remain in arrear, the holders of the first and second preferred shares would 
be exclusively entitled to vote at all general meetings of the company. 


The holders of the 7% Convertible Subordinated Sinking Fund Debentures 
Series A are entitled to convert each $1,000 debenture into 160 common 
shares if converted on or before April 1, 1971 when the conversion privilege 
expires. The holders of the 7% Convertible Sinking Fund Debenture Series AA 
are entitled to convert each $1,000 debenture into 70 common shares if 
converted on or before June 1, 1972 and into 50 common shares if converted 
after June 1, 1972 and on or before June 1, 1977 when the conversion 
privilege expires. At December 31, 1968, the number of common shares 
reserved for the conversion of the Series A and Series AA debentures was 
271,880 shares which was the maximum number required for such conversion. 


. Stock options: 

On January 28, 1969 options were granted to company officers to purchase, 
at $14.85 per share, a total of 30,000 common shares of the capital stock 
of the company. These options may be exercised to a maximum of 7,500 
shares in each of the years ending February 1, 1970 to 1973 on a non- 
cumulative basis. 


. Income taxes: 

Income taxes of $7,532 are payable for the year. However, in accordance 
with a recommendation of the Canadian Institute of Chartered Accountants 
the Company has decided to charge to earnings the deferred taxes which 
arise from claiming capital cost allowance for tax purposes in excess of 
depreciation recorded in the accounts and from certain deferred charges 
which may be claimed for tax purposes. Such deferred taxes amount to 
$214,200 on operating earnings and $46,300 on gain on disposal of equip- 
ment. Accumulated deferred taxes to December 31, 1967 of approximately 


$1,947,000 have not been recorded in the accounts. In order to present 
a proper comparison of 1967 and 1968 earnings, the 1967 figures previously 
reported have been restated to reflect the applicable deferred taxes for that 
year of $325,000. As these taxes are not recorded in the accounts, a corres- 
ponding adjustment has been made to retained earnings. 


. General and administrative expense: 
Remuneration of directors, senior officers of the company and certain 
technical personnel, as defined by the B.C. Securities Act, amounted to 
$236,648 for the year 1968. 


. Commitments: 
At December 31, 1968 commitments for the purchase of two Boeing 737 
aircraft for delivery March 1969 and January 1970, and spare parts and other 
fixed assets amounted to approximately $8,500,000, after deducting deposits 
made on this equipment. Sri 


The company is leasing under long-term agreements a Boeing 707, a Boeing 
737 and a DC6B aircraft under which annual rentals payable are approximately 
$1,425,000 in 1969 through 1971; $1,355,000 in 1972 through 1976; 
$1,225,000 in 1977; $625,000 in 1978 through 1979 and $520,000 in 1980. 
The company has options to purchase these aircraft when the leases expire. 
Lease of a DC-6A/B aircraft was entered into February 1969 at $10,000 per 
month for a period of 25 months, with option to purchase when the lease 


expires. 


The company has entered into other leases expiring after December 31, 1971 
with total annual rentals of approximately $75,000. 

The company has guaranteed the bank loan of Northward Aviation Limited 
up to a maximum amount of $17,000. 


Subject to approval of certain debenture holders and regulatory agencies, 
the company has entered into an agreement to purchase all the issued and 
outstanding shares of Byers Transport Limited and Truckers Terminal Distri- 
buting Co. Ltd. for a total consideration of $1,045,000 payable as follows: 
$295,000 cash, $450,000 7% notes payable in five equal annual instalments 
of $90,000 in each of the years 1970 to 1974 and 20,000 common shares 
of the company. 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Pacific Western Airlines Ltd. 
and its subsidiary companies as of December 31, 1968 and the consolidated 
statements of earnings, retained earnings and source and application of funds 
for the year then ended. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other supporting 
evidence as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial 
position of the companies at December 31, 1968 and the results of their opera- 
tions and the source and application of their funds for the year then ended, 
in accordance with generally accepted accounting principles which, except for 
the changes, with which we concur, in accounting policy referred to in Notes 2, 
3 and 7 of the notes to the consolidated financial statements, have been applied 
on a basis consistent with that of the preceding year. 


Vancouver, British Columbia PEAT, MARWICK, MITCHELL & CO., 
March 1, 1969 Chartered Accountants. 


PACIFIC WESTERS] AIRLINES LTD. and Subsidiary Companies 

10 YEAR SUMMARY 

FINANCIAL STATISTICS 1968 1967 1966 1965 1964 1963 1962 1961 1960 1959 
Mainline revenue $10,922,851 $10,307,771 $8,583,104 $7,133,137 $5,562,596 $4,284,926 $3,977,175 $3,985,243 $4,270,145 «$2,825,103 


Contract and charter revenue 


Multi-engine aircraft (excluding 
International and Hercules) 918,686 1,097,110 1,020,886 826,561 662,202 663,444 417,984 371,685 281,672 327,741 


International—passenger_________--___-___- _ 3,747,024 1,547,514 1,813,366 1,869,369 1,338,484 = = = =: = 
Hercules—cargo 1,823,163 1,425,276 — — = pes = — = = 
Single engine aircraft 206,279 555,951 782,086 1,675,289 1,278,671 1,283,665 1,200,999 1,396,858 1,267,814 1,396,504 


Other revenue 27,146 40,259 80,745 32,221 28,260 58,473 17,647 91,863 49,436 89,844 


17,645,149 14,973,881 12,280,187 11,536,577 8,870,213 6,290,508 5,613,805 5,845,649 5,869,067 4,639,192 
DEW line revenue _ _— _ — _— _— — 666,923 2,717,817 3,224,699 
Government subsidy — _ _— _— — — 284,251 283,573 50,000 = 


Total revenue $17,645,149 $14,973,881 $12,280,187 $11,536,577 $8,870,213 $6,290,508 $5,898,056 $6,796,145 $8,636,884 $7,863,891 


Funds provided by operations 2,053,681 2,183,682 1,606,309 1,040,760 691,207 456,868 218,368 747,026 662,312 1,049,123 
Depreciation and amortization 1,439,480 1,335,815 480,267 395,208 367,174 $72,533 586,862 $61,642 770,998 655,015 
Income taxes — (57,000) 310,000 7,600 = (63,450) 57,000 45,000 5,000 


Deferred income taxes 
(1968 actual—1967 shown for 
comparison only) 214,200 237,000 — _ = _ = se aes, as 


Gain (loss) on sale of equipment 110,258 91,061 483,652 45,085 86,773 9,935 (44,636) 9,700 (72,457) 324,019 
Net earnings (loss) 284,704 317,408 1,424,773 601,202 331,324 114,534 (317,480) 10,393 (412,013) 415,425 
Purchase of equipment 1,701,344 6,949,229 6,015,777 1,453,522 703,073 449,797 836,373 573,618 413,201 1,306,318 
Reduction of long term debt 1,889,300 2,641,488 1,295,415 344,032 375,238 347,085 333,804 690,220 185,075 1,068,514 
Dividends on preferred shares 66,527 69,537 69,537 124,074 15,000 69,537 69,537 69,537 69,537 


OPERATING STATISTICS 
Mainline 
Passengers:carried_. == 370,577 364,089 301,834 230,396 180,444 126,506 121,335 114,462 117,401 96,002 
Ganeorcanniedi((|S;) samme enema 11,408,210 12,157,911 10,581,891 12,429,400 9,787,255 8,355,206 7,309,954 6,212,768 7,154,835 4,766,902 
Passenger miles flown 95,425,649 92,909,407 77,877,340 56,813,151 43,347,230 34,073,147 33,828,118 31,984,300 32,476,800 23,002,000 
Ton miles flown _ 13,097,094 12,938,749 11,035,356 9,201,929 6,960,506 5,409,221 5,194,132 5,092,119 5,406,035 3,403,988 
Aircraft miles flown 3,190,941 3,731,926 3,216,699 2,844,336 2,425,967 1,991,819 1,993,023 2272024 2,445,029 1,449,925 
Contract and charter 
Hercules aircraft miles flown 577,859 563,115 — — — = on — = = 
Other multi-engine aircraft miles flown 483,653 543,970 656,517 466,431 398,762 384,107 217,644 207,252 153,130 137,914 
Single-engine aircraft miles flown 228,250 650,333 1,077,787 2,338,167 1,849,709 1,743,608 1,678,858 1,966,688 1,695,392 1,342,561 
International passenger service 
Aircraft miles flown 117204 669,764 744,177 841,997 726,086 
DEW line operations 
Aircraft miles flown 304,010 1,431,553 1,796,725 
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